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Prospective Association of Greece with EEC 


A draft agreement was signed in Brussels on March 30 
by representatives of Greece and the European Eco- 
nomic Community (EEC), providing for Greece’s asso- 
ciation with the EEC in accordance with Article 238 of 
the Treaty of Rome. The draft agreement has still to 
be submitted to the European Parliamentary Assembly 
and, subsequently, to be approved by the Council of 
Ministers of the EEC and the Greek Government and 
to be ratified by the Parliaments of the six EEC coun- 
tries and Greece. 

Announcing the draft agreement, the Greek Minister 
of Economic Coordination gave a brief summary of its 
main provisions, stressing its prospective economic and 
social impact on Greece and its broader international 
significance. Greece will not at present become a seventh 
member of the EEC, but will associate itself with the 
Community (to which it sells more than 40 per cent of 
its exports) in such a manner as to accord the Greek 
economy sufficient time to make the adjustments needed 
to enable it to acquire, later, full membership. Part 
One of the draft agreement provides for a customs 
union between Greece and the EEC, the harmonization 
of efforts and policies of the two parties in fields speci- 
fied by the agreement, and the placing at the disposal 
of Greece of financial resources to be used for economic 
development. Part Two of the draft agreement deals 
with the realization of the customs union. It provides 
for a transitional period extending, as a rule, to 12 years, 
beginning on the day the agreement enters into effect. 
Customs duties are to be reduced by 10 per cent at 
18-month intervals during the first 9 years, and by 
10 per cent annually in the remaining 3 years. For 
products included in a special list, which contains 
almost all industrial articles produced in Greece, a 
transitional period of 22 years is provided; customs 
duties on these articles are to be reduced gradually by 
20 per cent during the first 10 years and by 80 per cent 
in the remaining 12 years. An exception to the basic 
provisions of the agreement accords to Greece, in order 
to foster its industrialization, the right, for the tran- 
sitional 12-year period, to impose new customs duties 
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or to increase existing ones up to a maximum of 25 per 
cent of the value of certain imports. This concession is 
restricted to products whose imports originating in the 
EEC countries were not in excess of 10 per cent of 
total imports in 1958. These customs duties may be 
maintained in effect for a period of 9 years, after which 
they are gradually to be reduced; they must be com- 
pletely abolished by the end of the 22-year transitional 
period. The EEC countries are to extend to Greece, 
from the beginning, all customs duty reductions already 
in effect among them, or to be introduced in the future 
between members of the Community. This means that, 
from the day the agreement is put into effect, customs 
duties on Greek commodities imported into EEC coun- 
tries are to be reduced by 30 per cent to 40 per cent in 
respect of industrial articles and by 20 per cent to 
30 per cent in respect of agricultural products; they 
will be completely abolished by the end of 1969. The 
agreement foresees the gradual reduction, leading to 
complete abolition, by the end of the 22-year transi- 
tional period, of quantitative import restrictions between 
Greece and the EEC countries. 

Greece is to adopt, by the end of the 12-year or 
22-year transitional periods, the EEC’s common ex- 
ternal tariff on imports from third countries. On five 
products—tobacco, raisins, olives, colophony, and tur- 
pentine—which are of particular importance to Greece, 
the customs duty provided by the common external 
tariff of October 1, 1960 cannot be modified during 
the first 12-year period by more than 20 per cent 
without Greece’s consent. The same consent is needed 
for the granting by EEC members to third countries of 
tariff quotas, in respect of the above five products, in 
excess of specified limits. These limits have been fixed 
for tobacco at 22,000 tons a year (compared with 
EEC total tobacco imports from third countries, exclud- 
ing Greece, of about 130,000 tons) and for the remain- 
ing four products at 15 per cent of EEC annual imports 
from third countries. At the same time, Greece may 
grant, without the EEC’s prior consent, tariff quotas 
to third countries (to which the same customs duties 
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as those charged on imports from the EEC area will 
be applicable) up to 10 per cent of its existing imports 
from these countries. Tariff quotas in excess of this 
limit will be conditional upon the approval of an 
Association Council, in which the EEC will be repre- 
sented by members of the Council of Ministers, and 
the Commission and Greece by cabinet ministers. 

The agreement provides that the progressive reduc- 
tion—until complete abolition—of customs duties and 
quantitative restrictions on agricultural products will 
be effected pari passu with the harmonization of the 
Greek agricultural policy with the EEC’s agricultural 
policy, whose chief objectives are increases in agri- 
cultural productivity and in farmers’ income. In formu- 
lating its common agricultural policy, the EEC will 
take due account of the peculiarities and interests of 
Greek agriculture. As soon as EEC’s common agricul- 
tural policy has been formulated for each product, it 
may be extended to Greece through a special agree- 
ment. If such an agreement cannot be reached for any 
given product, Greece and the EEC countries will 
accord each other, in respect of this product, most- 
favored-nation status. 

Pending the harmonization of the agricultural policies 
of Greece and the EEC, Greek exportable farm goods, 
shown in a list (including fresh fruits and vegetables, 
in addition to such basic products as tobacco, raisins, 
and olive oil), will be immediately granted broadly 
the same treatment as the same products originating in 
any of the six member countries. Greece, for its part, 
is to reduce the customs duties levied on certain com- 
modities (mainly meat and dairy products) which are 
of special export interest to certain EEC countries. 
These reductions must amount, by the end of the 
first 10-year period, to 20 per cent of the customs duties 
in effect on the day the agreement becomes effective, 
with the exception of the duties on hams, cheese, and 
butter, in respect of which the reductions are to amount 
to 40 per cent, 35 per cent, and 30 per cent, respectively. 

The principle of the free movement of workers 
within the territory of the EEC countries and Greece is 
recognized by the agreement. The conditions and timing 
of the application of this principle are, however, to be 
determined by a joint agreement between Greece and 
the EEC. Pending such an agreement, measures taken 
among the six EEC countries toward the free move- 


New Zealand Seeking Membership in Fund, Bank, and IFC 

It has been announced in Wellington that New 
Zealand will apply for membership in the International 
Monetary Fund, the World Bank, and the International 
Finance Corporation. 


Source: The Journal of Commerce, New York. N.Y.. 


April 18, 1961. 


ment of labor, common vocational policies, and the 
exchange of workers may, by common consent, be 
extended to Greece. The agreement also provides that 
Greece and the EEC countries will facilitate the estab- 
lishment of enterprises by their nationals in the territory 
of Greece or of any EEC country, as well as the exten- 
sion among them of professional services, in a manner 
and at a rate to be agreed upon jointly. Finally, pro- 
vision is made for the ways by which Greece will 
gradually harmonize its economic policies (in such 
fields as exchange, taxation, and transportation) with 
those applied by the EEC countries. 


Should serious difficulties in the application of the 
agreement arise during the transitional period, any 
EEC country may resort to safeguarding measures, 
determined by the Commission of the EEC, in accord- 
ance with Article 226 of the EEC Treaty, in respect of 
which Greece is regarded as a full EEC member. The 
corresponding right of Greece to take safeguarding 
measures may be exercised unilaterally, following con- 
sultations with the EEC, until the end of 1969. 

A special protocol attached to the agreement pro- 
vides for the grant to Greece, during the first 5 years, 
of loans totaling $125 million, repayable in up to 
25 years, with the view to accelerating Greece’s eco- 
nomic growth. When the proceeds of the loans are 
utilized for purposes not directly productive (as for 
road construction, electrification, and land reclamation), 
the member countries will subsidize the interest rate up 
to 3 percentage points; loans thus subsidized may 
account for up to two thirds of the total financial assist- 
ance, i.c., up to $83 million. In a special statement 
attached to the agreement, the EEC countries have 
declared their intention to consider further financing of 
Greek investment through the European Investment 
Bank. 

The Greek Minister stressed that although Greece 
will continue its efforts to promote economic relations 
with all parts of the world, and particularly with coun- 
tries with which it is linked by bilateral trade agree- 
ments, the Greek economy will definitely be placed, 
following the association agreement, within the frame- 
work of the EEC area. Once the agreement is in force, 
the general economic policy of the EEC will be formu- 
lated so as to take due account of Greek problems. 


Source: Naftemboriki, Athens, Greece, April 6, 1961. 


Europe 
Financial Policy for U.K. Nationalized Industries 


The U.K. Government has announced a new financial 
framework for the operations of the nationalized indus- 
tries. A White Paper issued in connection with the 
financial policy of the so-called State Boards prescribes, 
as a general minimum requirement, that their revenue 
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surpluses must at least cover deficits over a five-year 
period. Those surpluses must be struck after charging 
against revenue all items normally so chargeable, in- 
cluding interest and depreciation on an historical-cost 
basis, together with the excess of depreciation calculated 
on a replacement-cost basis over depreciation calculated 
on an historical-cost basis and an adequate contribution 
to capital development. Implicit in the proposals are 
some price increases to enable the nationalized industries 
to meet their financial obligations, although cost reduc- 
tions would be the aim, as far as possible. 


The Government has decided not to follow the 
suggestion of the Select Committee on Nationalized 
Industries which, in its report on the railways, sug- 
gested that the “social service element” in State indus- 
tries should be clearly separated from the commercial 
element and subsidized directly by the Government. 
The White Paper indicates that the commercially un- 
profitable activities carried on by individual undertak- 
ings, which may significantly affect their costs, will, so 
far as practicable, be taken into account in fixing the 
financial standard for each undertaking. Discussions are 
expected to start almost immediately between the Gov- 
ernment and the various nationalized industries to fix 
the individual “targets” for each industry over the first 
five-year experimental balancing period. It is under- 
stood that no additional legislation is necessary: under 
their various Acts the nationalized industries were 
already required to pay their way and to make some 
profit in order to accumulate reserves. 


The nationalized industries in the United Kingdom 
are the National Coal Board, the British Transport 
Commission, the British European Airways, the British 
Overseas Airways Corporation, the Gas Council and 
Boards, the Electricity Boards (England and Wales, 
South Scotland, and North Scotland), and the Post 
Office. 


Source: The Financial 


April 12, 1961. 


Times, London, England, 


Icelandic Banking Legislation 


The constitution of the National Bank of Iceland 
was changed in 1957 so as to create a clearer division 
between the central banking functions of the Bank and 
its commercial banking business. At that time, each 
department was given a separate and independent 
management (see this News Survey, Vol. IX, p. 376). 


Recently, new legislation has been passed by which 
all ties between the two institutions have been elimi- 
nated. The National Bank of Iceland, the Commercial 
Bank, has changed its name to the National Bank of 
Iceland; its functions are unchanged except that the 
Mortgage Department of the National Bank of Iceland, 
the Central Bank, has been transferred to it. The latter 


bank has been replaced by the Central Bank of Ice- 
land, which has assumed all other assets and obliga- 
tions of its predecessor, including its functions as the 
bank of issue and the central bank of Iceland. 


Source: The Central Bank of Iceland, Press Release, 
Reykjavik, Iceland, April 7, 1961. 


Economic Developments in Finland 


The annual report for 1960 of the Nordiska Foéren- 
ingsbanken describes economic developments in Finland 
during the year. As in Western Europe generally, boom 
conditions continued. Trade and industry were strongly 
active, and foreign demand for the main Finnish export 
products was brisk. Production in the forest industry 
increased, not least because of the newly increased 
capacity in the pulp and paper industries. Exports of 
sawn goods and of plywood reached a postwar record, 
and export prices improved somewhat. The shipyards 
and metalworking industry increased their foreign 
deliveries, so that Finnish exports became more diversi- 
fied. Exports increased in volume by 16 per cent and 
in value from Fmk 267 billion ($835 million) to 
Fmk 317 billion ($990 million). As during previous 
boom periods, imports increased still more, by 26 per 
cent in volume and from Fmk 267 billion ($835 mil- 
lion) to Fmk 377 billion ($1,178 million) in value. 
The deficit on the balance of payments, however, was 
less than the trade balance. The Bank of Finland’s 
foreign exchange reserves, including gold, declined 
from Fmk 70.9 billion to Fmk 64.5 billion ($202 mil- 
lion), equal to about two months’ imports. 

The expansion of activity was noticeable in practi- 
cally all spheres. The national product increased by 
8 per cent at constant prices (see this News Survey, 
Vol. XIII, p. 66). Industrial production increased by 
12 per cent, against 8 per cent in 1959, the output of 
capital goods and export products increasing more 
than that of consumer goods. Thanks to extensive 
investment, productivity in manufacturing industry is 
estimated to have increased by about 4 per cent. The 
cost of living rose by 3 per cent and wholesale prices 
by somewhat less. With the exception of the building 
industry, however, it was possible to hold the wage 
development almost within the limits set by the increase 
in productivity: 

Source: AB Nordiska Foéreningsbanken, Annual Re- 
port 1960, Helsinki, Finland. 


Finland-U.5.5.R. Equipment Exports 


The Finnish company Imatran Voima OY has 
concluded a contract worth Fmk 25 billion ($78.5 mil- 
lion) for the building of another large power plant in 
the U.S.S.R. (see also this News Survey, Vol. XIII, 
p. 52). The plant, with a total capacity of 147,000 kilo- 
watts, will be situated underground at the north end of 
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Lake Nuortijarvi, south of Murmansk, about 250 kilo- 
meters from the Finnish-Russian border. There will 
be four hydroelectric units, of which the first is ex- 
pected to be ready for use in 1965. The Finnish com- 
pany will deliver all materials and equipment except 
the main turbines; it is estimated that about 2,000 Fin- 
nish workers will be employed. 


The U.S.S.R. has agreed with the Finnish company 
Rautaruukki OY to deliver the equipment for con- 
struction of a Finnish steel mill. The deliveries, which 
will be completed by the fall of 1963, will cost 3.5 mil- 
lion new rubles ($3.9 million) and will be outside 
the trade agreement between the two countries which 
provides for an exchange of goods valued at 
50 million rubles. The purchase will be financed under 
the 2% per cent loan obtained from the U.S.S.R. in 
1958 (see this News Survey, Vol. X, p. 379). 


Sources: Norges Handel og Sjdfartstidende, Oslo, Nor- 
way, April 5, 1961; Svenska Dagbladet, 
Stockholm, Sweden, April 7, 1961; Die Welt, 


Hamburg, Germany, April 10, 1961. 


Spain's Economic Prospects and Import Liberalization 


In a speech on March 5, 1961, the Spanish Minister 
of Commerce reviewed the economic situation in Spain 
and government policy in relation to it. He stated that 
a recovery had recently begun, in nearly all sectors of 
the economy, from the slackening of domestic activity 
which followed the introduction of the stabilization pro- 
gram. The average level of activity was now about 
equal, on the whole, to that in 1958 and the first 
months of 1959. 


The Minister announced that on February 20, 1961 
Spain’s gross holdings of gold and foreign exchange 
amounted to $610 million, of which $205 million was 
in gold and $360 million in convertible currencies. 
These holdings included the $50 million which Spain 
drew on the International Monetary Fund (IMF) in 
August 1959, but excluded the $24 million drawn on 
the European Fund in July 1959 and repaid in Janu- 
ary 1961. Against these reserves must be set Spain’s 
medium-term and long-term foreign obligations (mostly 
credits for purchases of equipment goods and other 
deferred payments for imports). These amounted to 
$350 million, of which some $40 million falls due this 
year and next year. It was clear, however, that the 
reserves were now ample. Hence, the Government in 
January 1961 had canceled the $71.6 million line of 
credit it had obtained from commercial banks in the 
United States at the time of the stabilization program 
in July 1959, on which it had not drawn. It had also 
decided recently to repay the drawings on international 
credits still outstanding and to cancel all the undrawn 
part of these credits. (The $25 million stand-by arrange- 


ment with the IMF was, in fact, canceled with effect 
from March 20, 1961.) 


The Minister commented that it was hard to say 
whether the surplus in the balance of payments achieved 
since the introduction of the stabilization program can 
be maintained in 1961. The revival of activity is bound 
to lead to increases in imports, which in 1960 declined 
below the previous year’s level. Exports of textiles, 
iron and steel, and olive oil may not remain at the high 
level of 1960, but exports of other products may well 
increase, and receipts from invisibles, especially those 
from tourism, are expected to expand further. The 
main threat to equilibrium in the balance of payments 
would seem to be a general rise in prices, which the 
Government is determined to avoid. It is the intention 
of the Government to continue its policy of gradual 
relaxation of restrictions on imports and other foreign 
payments. This relaxation, which is made possible by 
the increased level of the exchange reserves, is prepar- 
ing the Spanish economy for possible further inter- 
national economic integration. Priority in liberalization 
is given to raw materials, and then to finished products 
produced from these materials. Goods destined for 
export industries are also liberalized, as are those sub- 
ject to large-scale smuggling when under import license. 
The relaxation is carried far enough to achieve at all 
times the percentage of liberalization for each group of 
products required under Spain’s international commit- 
ments. 


On March 17, 1961, the Spanish Government an- 
nounced a further relaxation of restrictions on trans- 
actions in invisibles, and subsequently published a 
fourth list of imports to be liberalized, as from April 1, 
1961 (for previous lists see this News Survey, Vol. XIII, 
pp. 4 and 84). The new list includes mineral products, 
chemical and photographic materials, paper pulp, syn- 
thetic textiles, some machine tools, and certain types 
of shipping and optical instruments. The list is estimated 
to add about 5 per cent to the liberalization percentage 
(1950 = 100). 


Sources: Ya and Spanish Economic News Service, 


Madrid, Spain, March 7 and 21, 1961. 


UN Economic Development Program for Cyprus 


The UN mission to Cyprus, commissioned by the 
Cyprus Government to investigate the possibilities of 
development in the island, has recommended the adop- 
tion of a five-year program, expected to cost roughly 
£43 million. About £25 million of the total cost would 
be contributed by the Cyprus Government. 


The mission’s report gives priority to development 
of the island’s water resources, and considers that the 
improvement of surface water supplies and the preven- 
tion of further depletion of underground supplies is a 
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matter of some urgency. It also recommends the reform 
of land tenure, and the consolidation of the existing 
fragmented holdings in the island as a means of improv- 
ing agricultural productivity. In addition to these pri- 
mary tasks, the mission recommends a program of 
industrial expansion, which includes the production of 
fertilizers, cement, cement asbestos pipe, beer, and 
cigarettes. 
Source: London, 


The Financial Times, 


April 6, 1961. 


England, 


Middle East and Africa 


Petroleum Industry in Iran 


Income received by the Iranian Government from 
the petroleum industry increased in 1960 by 8% per 
cent, to £102 million. In addition, purchases of Iranian 
rials by the oil companies against foreign exchange 
amounted to £24 million. Oil production and income 
are expected to increase further this year. Total pro- 
duction for the first three months of 1961 amounted 
to 13.5 million long tons, 1.2 million long tons more 
than in the same period last year. 

Source: Middle East Economic Digest, London, Eng- 
land, April 14, 1961. 


Iraq's 1961 Import Program 


The Iraqi Ministry of Trade has announced its 
import program for 1961. Details of the program are 
not available, except for the prohibition of certain 
products considered nonessential, the most important 
of which are automobiles (see this News Survey, 
Vol. XIII, p. 109). The objectives of the program are 
stated to be the encouragement and protection of local 
industry, reduction of the trade deficit and increases in 
foreign assets, facilitation of the import of essential pro- 
ducers’ goods (particularly construction materials) and 
essential consumer goods, and limitation of the import 
of luxury items. 


Source: The Iraq Times, Baghdad, Iraq, April 9, 1961. 


Economic Developments in Egyptian Region of U.A.R. 


Agreement has been reached between the Egyptian 
authorities and the Fiat Automobile Company for the 
erection of an automobile factory in Egypt at a cost of 
LE 6.4 million. The factory will have a capacity of 
10,000 units a year. It is expected that initially 80 per 
cent of the components will be imported from Italy but 
that the local manufacture of parts will be increased 
gradually, reaching eventually 96 per cent of the total 
used. Another Italian firm has obtain ¢ a contract for 
the construction of a heavy oil carbonization plant at 
a cost of LE 10 million. The plant will have an annual 
capacity of 2 million tons of various grades of oil, 
valued at LE 24 million. Discussions are also proceeding 


between Egypt and Italy regarding an Italian credit, 
which is expected to constitute a sizable contribution 
toward the foreign exchange requirements of Egypt’s 
Five-Year Industrial Plan. 

Other loan agreements include a credit from the 
United States involving the equivalent of $27.4 million 
in local currency from the proceeds of the sale of 
U.S. surplus food supplies. In addition, a possible 
British long-term credit to finance industrial projects 
under the Five-Year Plan is being discussed. 

Arrangements have been completed under the terms 
of the “Egyptianization” law of 1957 (see this News 
Survey, Vol. LX, p. 255) for the merger of the Cairo 
branch of the First National City Bank of New York, 
ihe only American bank operating in Egypt, with the 
National Bank of Egypt. Four other banks—two Greek 
and two !talian—are also being absorbed in conformity 
with the same law, which set a maximum period of 
five years, expiring in January 1962, for the transfer 
of all foreign banks into Egyptian hands. 

Source: Middle East Economic Digest, London, Eng- 
land, April 14, 1961. 


Ghana State Mining Corporation 

The Ghana State Mining Corporation was established 
on March 1, 1961 to hold the shares of the five gold 
mines which the Government has offered to buy (see 
this News Survey, Vol. XIII, p. 46). The Corporation 
will not operate the mines but will direct their general 
policy under guidance from the Government. The five 
mines concerned produce about 60 per cent of Ghana’s 
total gold output, valued at some £G 10 million a year. 

The new Corporation is to have a board of 7 direc- 
tors. There will also be a consultative and advisory 
body consisting of 50 workers (10 from each of the 
five mines). 
West Africa, 
1961. 


Source: London, England, March 11, 


Volia River Project 


The National Assembly of Ghana has unanimously 
approved the terms of the master agreement initialed 
earlier between the Ghana Government and the Volta 
Aluminum Company (VALCO), a consortium of Amer- 
ican aluminum companies. The agreement sets out the 
terms under which the company is to build and operate 
an aluminum smelter, a vital part of the projected Volta 
River development scheme. Details of the agreement 
were published in a Government White Paper. VALCO 
will have “pioneer status” for its first 10 years, ex- 
empting it from all taxes, including import and export 
duties and taxes on dividends. For the next 20 years, 
VALCO is guaranteed the present level of company 
tax. At the end of the agreement, VALCO has the 
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option to renew it. The Government guarantees not 
to interfere with the company during the first 30 years, 
and the owners of the smelter are “assured prompt and 
just compensation if it were nationalized after that 
period.” 

VALCO, for its part, agrees to finance the smelter 
and guarantees to purchase a stipulated amount of 
power from the Volta generating plant at a specified 
rate. This will provide the Ghana Government with a 
minimum annual payment of £G 2.5 million, enabling 
the Government to service the loans that it secured to 
build the dam and power project. The surplus electric 
power is expected to form a base for the country’s in- 


dustrialization and to be used for village and town 
electrification. 


Source: The African-American Institute, Inc., Africa 
Report, Washington, D.C., April 1961. 


Far East and Australasia 


India's Import Policy 

India’s import licensing policy for the six-month 
period ending September 30, 1961 continues to be re- 
strictive, owing to the difficult foreign exchange posi- 
tion. The policy provides for a reduction of quotas or 
for total prohibition in respect of 147 articles, for a 
larger quota for the import of newsprint, for an ex- 
pansion of the scope of “actual-user” licenses, and for 
the extension of the base and validity periods of licenses 
for certain imports. Among the items affected by the 
policy are chemicals, iron and steel pipes and bars, and 
certain types of automobile parts. For established im- 
porters, the value quota has been further reduced by 
about Rs 30 million ($6.3 million), but these now 
handle only about 15 per cent of the total value of 
commercial imports. 

An important feature of the new policy is that the 
formal distinction between the dollar and soft cur- 
rency areas for the purpose of licensing has been re- 
moved. Licenses will be issued as valid for all countries, 
except that certain licenses issued for capital goods, and 
under schemes for heavy electrical projects and for ex- 


port promotion, may be restricted to a specific country 
or countries. 


The scope for licensing imports against exports under 
the export promotion schemes for various industries will 
be expanded, while the policy for licensing imports of 
capital goods and imports on rupee payment account 
will remain essentially the same as in the licensing 
period ended March 31, 1961. Every actual user will 
receive a basic import quota to meet his raw material 
requirements; the amount of any additional quota will 
depend upon how much more of his finished product he 
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is able to export. Details of export capacity for individ- 
ual industries are being prepared. 


Sources: The Hindu, Madras, India, April 2, 1961; 
The Financial Times, London, England, 
April 5, 1961. 


Ceylon-Mainland China Trade Agreement 


Ceylon and Mainland China have concluded a trade 
protocol for 1961, under which Ceylon is to export to 
Mainland China 31,000 metric tons of sheet rubber 
and to import from Mainland China 200,000 long tons 
of rice. The value of trade is estimated at Rs 100 mil- 
lion ($21 million) each way. The price for the rubber 
will be the weekly average on the Singapore market 
plus a handling charge of 5 cents a pound. The price 
for the rice will be £33 a ton f.o.b. Burma ports. In 
1960, it was agreed to exchange 17,000 tons of rub- 
ber for 160,000 tons of rice, and Mainland China was 
allowed to buy an extra 5,000 tons of rubber in ex- 
change for commodities other than rice (see this News 
Survey, Vol. XII, p. 534). In 1959, the corresponding 
exchange was 30,000 tons of rubber for 230,000 metric 
tons of rice (see this News Survey, Vol. XII, p. 15). 


Source: The Financial London, 


April 5, 1961. 


Times, England, 


Relaxation of Exchange Restrictions in Thailand 


The Ministry of Finance of Thailand gave notice on 
February 14, 1961 that the amount of foreign cur- 
rency that travelers may bring into Thailand has been 
increased from the equivalent of $150 or £54 to the 
equivalent of $500 or £180; a family traveling together 
may bring in up to $1,000 or £360. 


Source: Bank of Thailand, Communication, Bangkok, 
Thailand, April 4, 1961. 


New Zealand Bank Reserve Requirements 


The Reserve Bank of New Zealand announced on 
March 2 a reduction in the reserve ratios of the trading 
banks from 36 per cent to 20 per cent of demand lia- 
bilities; no change was made in the ratio of 10 per cent 
of time liabilities. A temporary reduction is normal 
during March each year, to enable the banks to cope 
with the flow of income tax to the Public Account at 
the Reserve Bank. The reduction was expected to leave 
the trading banks’ position unchanged when the tax flow 
to the Government had been completed by the end of 
the month, i.e., with borrowing of approximately £10 
million from the Reserve Bank. As, however, the 
trading banks’ balances at the Reserve Bank were re- 
duced to an unexpectedly large extent during March, 
the Bank announced on March 30 a further reduction 
from 20 per cent to 15 per cent in the reserves re- 
quired against demand liabilities; even after this change, 
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the banks’ position will remain extremely tight. The 
change is purely technical and is likely to last for a few 
days only. It is stressed that there will be no change 
in the policy of severely restraining bank credit. 


Sources: Reserve Bank of New Zealand, New Zealand 
News Review, Wellington, New Zealand, 
March 10 and April 7, 1961. 


Import Restrictions in New Zealand 


The New Zealand Minister of Customs announced 
on April 13 a tightening of import control, aimed at 
easing the drain on overseas funds, which have declined 
from £NZ 98 million a year ago to £NZ 51 million. The 
import licensing procedure has been changed in such 
a way that importers have no longer the right to re- 
place some kinds of inventories. Import control policy 
will thus be used to achieve a drawing down of stocks, 
but the authorities will seek to ensure a steady flow of 
raw materials to industry. 


Some 118 of the 203 items within the “R” (replace- 
ment) category of the import licensing scheme (includ- 
ing foodstuffs, raw materials, agricultural and other 
machinery, iron and steel, aircraft and parts, heavy 
trucks, and certain chemicals) have been put on the 
controlled list, for which individual licenses must be 
obtained. From April 13 no more licenses will be 
issued for the remaining items, mainly consumer goods; 
orders placed and accepted before that date will not 
be affected. 


The New Zealand Government has also taken meas- 
ures to restrain the installment buying of cars, furniture, 
and other consumer goods. 


Sources: The Times, London, England, April 14, 1961; 
The Journal of Commerce, New York, N.Y., 
April 18, 1961. 


Western Hemisphere 
Canada’s National Output 


Gross national product in Canada in the fourth 
quarter of 1960 amounted to Can$36.4 billion at a sea- 
sonally adjusted annual rate. This was about 14 per 
cent larger than in the third quarter, during which 


output had risen less than 1 per cent. The fourth 
quarter figures contain a considerable element of price 
change (particularly in the consumer sector, where food 
prices rose), so that the increase in real output was 
about one half as large as that in dollar terms. 

The rise of final demand in the last quarter of 1960 
was about half that of the previous quarter, being re- 
duced by a fall in exports to the United States. There 
was a modest rate of accumulation of business inven- 
tories. Consumer expenditures rose sharply, reflecting 
a favorable response to the 1961 automobile modeis. 


There were increases, following a prolonged period of 
weakness, in business capital outlays, mainly on agri- 
cultural implements, commercial vehicles, and imports 
of aircraft. However, a recent survey of investment 
intentions does not suggest that business plant and 
equipment outlays will strengthen the economy in 1961. 

Earlier quarters of 1960 showed a slackening of the 
growth of final demand in the first quarter, followed by 
a fall in demand in the second quarter and some re- 
covery in the third. Output from production also de- 
clined in the second quarter, but failed to recover in the 
third because of a fall in inventories. 


For the year as a whole, gross national product rose 
by about 3 per cent, compared with 6 per cent in 1959. 
The main support to activity over the year came from 
consumer expenditures for nondurable goods and serv- 
ices, government purchases, and exports to overseas 
countries, particularly the United Kingdom and conti- 
nental Western Europe; these were offset by the weak- 
ness in business capital outlays, housing construction, 
and consumer purchases of durable goods (other than 
automobiles ). 

Source: Dominion Bureau of Statistics, National Ac- 
counts, Income and Expenditure, Fourth Quar- 
ter and Preliminary Annual 1960, Ottawa, 
Canada, April 1961. 


IADB Loans 


The Inter-American Development Bank (IADB) ap- 
proved on April 2 and 3 loans to organizations in Brazil 
and Nicaragua. Both loans will bear interest at 5% 
per cent per annum, including the 1 per cent commis- 
sion which is allocated to the Bank’s Special Reserve. 
Brazil 

The loan, equivalent to $4,700,000, has been made 
to Lutcher Celulose e Papel, S.A., to help finance the 
construction of a cellulose pulp mill and related facili- 
ties in the State of Parana. The total cost of the proj- 
ect, which has been under construction for 18 months, 
will be the equivalent of $13,000,000. Investment by 
the shareholders will total $7,300,000. Another 
$1,000,000 will be obtained from Brazilian banks for 
working capital. 

The loan is being made from the Bank’s ordinary 
capital resources. A maximum of $2,500,000 is to be 
disbursed in foreign currencies and the remainder in 
cruzeiros. A total of $4,100,000 will be used to cover 
expenditures within Brazil; the other $600,000 will 
cover engineering services and other foreign exchange 
costs. The loan will be repayable in 16 semiannual in- 
stallments, beginning December 15, 1963. 

Nicaragua 

The loan, of $2,000,000 for 12 years, is being made 

to the Instituto de Fomento Nacional de Nicaragua 
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(National Development Institute of Nicaragua); it will 
be used to cover the foreign exchange requirements, in- 
cluding costs of consultation and feasibility studies, of 
specific industrial projects which would contribute to 
Nicaragua’s development. The Bank loan will con- 
stitute half of a fund which the Institute will use to ex- 
tend medium-term and long-term credits for industrial 
development in Nicaragua during the next 2 years. The 
Nicaraguan agency will contribute the 


remaining 
$2,000,000 from its own resources. 


Six commercial banks—The First National City 
Bank of New York; Grace National Bank, New York; 
Irving Trust Company, New York; The First Penn- 
sylvania Bank and Trust Company, Philadelphia; The 
Philadelphia National Bank, Philadelphia; and the 
Girard Trust Corn Exchange Bank, Philadelphia—have 
agreed to take participations in the early maturities of 
the loan to the extent of $436,000, without the guar- 
antee of the IADB. 


Sources: Inter-American Development Bank, Press Re- 
leases, Washington, D.C., April 2 and 3, 1961. 


Farm Colony in Brazil 


The United States has made available to the Inter- 
governmental Committee for European Migration 
(ICEM) a sum of $1,250,000 to be lent for the expan- 
sion of “Holambra,” a farm colony in Brazil. The 
loan, for 24 years, is repayable in cruzeiros; the Inter- 
American Development Bank is acting as financial 
agent for it. 


The colony, Cooperativa de Imigragao e Colonizacao 
Holambra, was established in 1948, in the municipality 
of Jagueriuna in the state of Sao Paulo, for the purpose 
of promoting the migration of Dutch farmers to Brazil. 
Through the assistance of the Brazilian Government, 
a tract of 12,500 acres was provided for the colony. 
At the present time approximately 750 Europeans and 
a similar number of Brazilians live there. 

Seventy per cent of the loan will be used to buy more 
land and the remainder will be used for the purchase 
of agricultural machinery and equipment. Together 
with additional financing from the Netherlands and 
Brazil, it will aid Holambra to bring 700 additional 
families from the Netherlands and to provide farms for 
100 young married couples already living in the colony. 

ICEM, organized in Brussels in 1951, is composed of 
representatives of 29 member governments interested 
in aiding and increasing the flow of emigrants and 
refugees from Europe and in increasing the supply of 
manpower in other lands; it has aided in the resettle- 
ment of more than a million migrants. 


Source: Inter-American Development Bank, Press Re- 
lease, Washington, D.C., April 3, 1961. 
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Dominican Republic Central Bank Functions 


On February 28, the Central Bank of the Dominican 
Republic was authorized by Decree 6500 to fix the rates 
of interest charged by commercial banks, and by De- 
cree 6498 to accept savings and time deposits and to 
open other types of account. 

On March 2, the Central Bank was authorized by 
Decree 6502 to accept deposits in foreign currencies 


and to repay balances on deposit in the same cur- 
rency. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., April 10, 1961. 
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